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ABSTRACT _ _ 

Achieving a state ecJucatiqh finance program that is 
fair to students, taxpayers, teachers, and school districts is 
complicated by varying student needs and different property tax rates, 
and school expenses among districts. Attempts at equitable allocation 
of state aid funds and othereducational resources should be guided 
by the principles of treating e^7eryone the same or treating 
individuals within groups withsimilar characteristics the same and 
providing equal opportunities to all. The equity of present. programs 

should be assessed by measuring a district's size, per-pupil 

spending, tax rate, teacher salaries^ relationship between wealth and 
spending, proportion of students with special heeds, size of schools^ 
and special problems . State assessment of revenue heeds should then 
be adjusted, for such district characteristics as wealth, tax rate^ 
size, ehrollmeht trends^ price of education, teacher qualifications , 
cbhcentratioh of educatiohally disadvantaged students, use of special 
programs, grade level of pupils, and possible federal grant support. 
(MJL) 
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Augenblick, director, ECS Education Finance Center. For Sore 
detail, call 303-830-3646. 




• School Finance Eqrniy 



The issue 

How can states be fair to students, taxpayers, teachers and 
school districts in_ their^ucation finance programs? Equity 
is difficialt to achieve because there is no sing^le solution 

that applies across states and districts; The nation's 

15,600 local districts provide 43% of the funds for public 
schools. Nine but of Id of the local dollars for education 
come from property taxes; different districts have different 
tax^able property weal th and use d i f f er en t tax rates 
additionally, ^ student characteristics and needs differ* from 
district to districti School size>^ prices for resources and 
teacher salaries are hot the same across districts. 



F^^iding School Finance Equity 

No two states approach . equi ty in exactly the same way. 
Policy makers in each state decide how ^they will assure 
equity by answering three cjuestiohs. 

o Who is to be treated equitably? 

Typically, two groups are cjonsidered: students and 
taxpayers. Obviously, sttadents should have an equals 
chance for an education; it shapes their personal futures 



5 



and the nation benefits from a well-^educated populace. 
Taxpayers heed to be treated fairly because tliey pay the 
bill for education. Teachers are also candidates for 
ecjuitable treatment. 

o What should be distributed equitably? 



State aid funds/ most easily controlled by legislators^ 
are most often targeted for. equitable disj:r ibutiqn among 

---.students. Some states focus on distr ibuting resourcesf 
i.e.^ teachers and mater ials^ equitably; and a few base 
their allotment of funds q^n the need for .improved student 
achievements ^quj. tabie^ tax burdens for citizens are 
important in mo^t states^ If teacher salaries are a 
cohcerhf states find ways to distribute salaries or tptal 

" _ compensation packages more fairly* 

o What principles should guide approaches to equity? 

The simplest equity, principle is that everyone should be 
treated the same. For studentSf this means that an equal 
amount of money is allocated for each one. For taxpayers, 
this means that tax burdens should be the same. 

A second principle calls for groups with the same 
characteristics^ i.e. the handicapped , to be treated 
essentially alike, but different from students without 
handicaps^ Special groups like these are often, more 
expensive to educate, and this principle allows 
appropriately higher resources for them. For taxpayers, 
this principle si^gests that tax burdens can increase as 
incomes increase. 

Equa 1 oppo r tun i ty is the th i rd pr i nc i pi e i_ Fq r stud en ts , 
this means that the money spent for their education cannot 
h& tied to distr ict taxable Wealth, which varies within 
states. _ Thus^ states must find ways to even out per-pupil 
spending acrqss districts^ For taxpayers, equal 
(Opportunity means that districts are offered, the same 
chance to raise fuhds^ even though taxable wealth .across 
districts is not uniform^ Taxpayers, in different 
districts might not take advantage of the equal 
opportunity to the same extent — • they might choose 
different tax rates. 



Me asurin g School Finance Equity 

Before state pol icy makers act on the ir answers to the 
questions above, they need to look at how well they are 
achieving equity with their present programs. This . usually" 



means assGssihg the _ school, finance system with a statistical 
measure of per-pupil spending, tax rates ^ teacher salaries^ 
the relationship between district wealth and spend ing> and 
other targets^ for equity. This process should consider 
factors such "as the varying sizes of school districts or the 
proportions of stjidents wi th special needs that influence 
school district expenditures. 

ftbsoluta equi ty is hard to come by , because cer ta in school 
districts very large or very small, very wealthy or very 
pbbr^ very isolated or very dense, have special problems. 
Ecjuity must be balanced against providing enough fundi cTg and 
assuring the local control consistent with state political 
practices. 



Adjusting Staif e Aid -Sy^^^em^s— f or Pi str 4ot^ Differences 

Per-pupil expens^es are seld the same across school 
districts within states because the amount of money needed 
for _ the same tasics by individual districts varies. Because 
of thisj school_ finance systems aimed at equity have become 
more complex_ over the past few years,, The systems ha^e been 
adjusted to recognize and treat fairly the legitimate revenue 
heeds in each school district. Essentially, the revenue* 
needs o£ a scHool district are defined by the following :> 
N» characteristics of districts and students. 

o Wealth. Most states^ school aid distribution formula is 
sensitive to district property wealth alone_. In the most 
popular foundation program, a base level for revenue is 
set, with the state providing the difference^ between that 
level and a lower amount each district raises' at a uniform 
tax rate . In a few states , property weal th and income are 

used to measure school district weal th. For example, in 

Connecticut the r^tio of the medi^an family income in a 
district to the median family income of the state is used 
to adjust the relative property wealth of each district. 

o Tex ^ate. Some states link school d istr ict support to 
district tax rates. A district power- equal i zing system 
(guaranteed tax base or rguarariteed yieldl assures that 
every district generates the same revenue for each student 
at each mij.1 of_ tax' effort. It does this by allowing 
every district to tax itself as if it had a standard 
property tax base .In this way, districts making larger 
tax efforts will generate more state aid. 

o °Si ze . School district enrollments range from fewer than 
10 students to several hundred thousand. Very small or 
:::: Very large districts often have higher per-pupil. 
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expenditures than those in the middle. Some state 
allocation formulas allow for these deviations^ or for 
differences in the sizes o findiv id uai_ school Si 
Oklahoma^^s foraiula uses a mathematical equation ^ to 
increase pe r- pup il_ support in district^ with less than 500 
pupils; ^in Wyoming pupil- teacher ratios that determine 
foundation costs di'ffer according to the size of 
ihd ividual schools • 

o Peel in i rig enrol Iment . Because of commitments to teacher 
contracts arid other long-term ob ligations/ school 
districts canriot reduce their expenses as fast as their 
students d isappear . Some state aid formulas soften this 
economic shock by averaging pupil counts over several 
years for aid distribution. 

Price of -ed4W^ion^ . The pr ice paid by d if f erent d istr icts 
for the same resources varies* Recent stvadies have 
resulted in new ways to compensate for these price 
differences. Todays four states are uairig _ a pirice 
mechanism _ in their school aid formulas^ Flbxida uses a 
cost- of- 1 iv irig adjustment^ Al aska cdrisider s price 
variations due to geographic isolation^ and Missouri and 
Ohio use a salary price adjustmerit. 

o Teacher qual if ic at ions. Teacher salaries « most often 
determined by the teacher's' educational attainment and 
years of teaching experience, are a major education 
expense. Teacher qiial if ications cannot be controlled by 
districts when the supply of teacher^ do^s^_not _match the 
needs. As a result, the average salary of teacher s_varies 
- among districts. Som^e states adjust their aid formulas 
to_ aJ.low for diffe^rently _quai if led _teachers. Texas, for 

example, uses a _state minimum salary schedule, which is 

sensitive to the training and experience- of each teacher. 

o Conceatrations of educationally disadyaritaged students*. 
When districts have, large, numbers of these studerits, the 
student body overall has higher general education needs. 
States sometimes respond by adding a fixed amount or funds 
that increase with the proportion of disadvantaged 
studerits. 

o Special, 4j^tgji-^os t programs. When students receive 

high-cost services such as those for the handicapped, the 

gifted and talented, _qr ^ vocational, compensatory or 

bilingual program^s ^ state^ aid systems provide more money 
"than they allocate for regular students. In some 
categorical a^)proaches,» states offer fixed sums or 
proportional shares of the excess costs of these programs. 
Some state foundation formulas "weight" students with 
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special needs (if a regular student counts as 1^ a special 
student might count ^s i.4j or ^^just the p pii-teacher 
ratio to add money for high-cost programs, 

o Grade . level , Som e state po licy makers decide to 
concentrate resources ai certain points inthe education 
cdhtihuum. They may allocate more money for elementary 
school, students to cohceritrate resources at the beg inn ihg 
of the education process. Or ^ recognizing that high 
school students are more expensive to educate, they may 
increase funding for secondary schools, ' 
' ^_ . 

Federal Support -Affedts— S chool Finance Equity 

Most stud ies_ of school _finance ^qui ty exclud^e federal funds 
because in the past these have_ been targeted to specif ic 
student populations for use Jwftjder specific financial 
regulations, But_ increasijigly , fJ^^cal education support is 
offered as more flexible block granSs, Policymakers heed to 
be alert to possible resource d ispaj:J.ties as these grants are 
distributed within states. PcL. 874 (Impact Aid) is given 
directly to school districts as a general resource, Insome 
states, part or all of these funds are considered, local 
revenue if the state's school finance system passes a federal 
test for equity. 
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